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[bookmark: _Toc162354424]INTRODUCTION
The program BR-L1625 consists of a global credit operation, financed with an investment loan of US$750 million from IDB’s ordinary capital plus a local counterpart of US$150 million to executed by the Banco Nacional de Desenvolvimento Economico e Social (BNDES), borrower and executing agency (EA) of the program, with the sovereign guarantee of the Federal Republic of Brazil.
As described in the POD, the program logic is linked to the broader context of credit constraints that continue to affect disproportionally the performance of small companies. The program was designed to help Brazil’s largest development bank, BNDES, alleviate the negative effects of credit constraints on local micro, small, and medium companies (MSME) with the overarching goal of contributing to support economic growth in a sustainable way. Consistently, the Specific Objective (SO) of the program is to increase the availability of financing for productive investments of MSME in the Amazon Region. It is expected that the fulfillment of this SO will contribute towards the program’s General Objective (GO) to promote the sustainable development of the Amazon Region, strengthening productivity and job creation among MSME. 
[bookmark: _Hlk161917313]Program resources will be disbursed under a Single Component – Funding for productive investment operations of MSME in the Amazon Region (US$900 million). This component will provide mid- and long-term productive credit for MSME, including entrepreneurs, across all states of the Brazilian Amazon, via second‑tier credit lines from BNDES, i.e., indirect operations carried out through Financial Agents (FA) accredited by BNDES (¶1.35 of the project document). Program funds will be channeled using eligible existing BNDES products, namely, BNDES Finame, BNDES Automatico (excluding exclusive working capital financing), Cartão BNDES and BNDES Credito Rural, to finance investments in fixed assets and acquisition of machinery, equipment, vehicles, goods, and services, following a multisector approach with emphasis on serving climate-positive investments and women businesses (¶1.32 of the project document). Consistent with the identified context and needs of the target region, sub‑borrowers-borrowers of the selected BNDES financing products comprise MSME operating in rural and non-rural areas,[footnoteRef:2] mainly linked to primary activities or the service and industry sectors, respectively. Activity exclusion list is established in the program’s Operating Regulations (OR) (¶3.5 of the project document). Annex 1 provides details of the projected annual costs for the single component. [2:  	Based on beneficiaries’ economic activity registered at the National Classification of Economic Activities (CNAE). All beneficiaries registered under code A –agriculture, livestock breeding, forestry production, fishing, and aquaculture- at CNAE will be considered rural beneficiaries under this operation. ] 

[bookmark: _Hlk161917382][bookmark: _Ref150448382][bookmark: _Ref96341710][bookmark: _Ref105144552]Resources for the single component will be disbursed upon demand, following the nature of the global credit operation (¶2.1 of the project document), and allocations under each BNDES product eligible under the program will not be pre‑established. However, specific allocations will be committed to: (i) support climate-positive investments, i.e., those that involve the adoption of sustainable practices and technologies (20% of program resources), including regarding land use in rural areas, consistent with the diagnosis presented in ¶1.8 of the project document, in alignment with the environmental policies of BNDES and IDB, and contributing to SDG#13 and Brazil’s Nationally-Determined Contributions (NDC); and (ii) attend investments by women businesses (30% of program resources), to address the challenges described in ¶1.9 of the project document, contributing to SDG#5. The program will also analyze the context of DG and will articulate activities to tackle the incremental gaps described in ¶1.10 of the project document, in line with BNDES corporate strategy and with support from TC ATN/TC-19652-BR (¶1.24 of the project document). 
OEL#4 of the project document presents a graphical representation of the vertical logic for BR-L1625. The theory of change wraps around the following: in the Amazon region, productive activity for MSME is damaged by the lack of adequate credit supply. As the government’s main agent for channeling public resources in Brazil, BNDES aims to alleviate the negative effects of credit constraints. The program will expand its capacity to fulfill this goal, since additional long-term funding from IDB is expected to diversify BNDES’ funding structure and to help expand its relevant credit portfolio. Such credit expansion towards productive investments that are typically more constrained by credit should be accompanied by an improvement of overall credit conditions (measured by the average loan tenor). Thus, expanding the relevant portfolio while sustaining or increasing its share of long-term credit are the main expected results at the SO level.
The purpose of this document is to describe the Monitoring and Evaluation Plan (MEP) of the program BR-L1625, including monitoring tools, evaluation strategy and key responsibilities.
[bookmark: _Toc162354425]MONITORING
[bookmark: _Toc162354426]Description
This section describes monitoring activities, including procedures, responsibilities, methodologies, and tools (work plan and budget associated with monitoring activities is presented in Section IV). Monitoring is defined as the group of processes required to measure and analyze the progress and performance of the program, identify deviations, propose changes, and initiate them, when applicable.
The operation will use IDB’s existing monitoring mechanisms for sovereign guaranteed operations, without prejudice to additional activities that may be agreed with the EA. Among the activities regulated by the IDB are the Progress Monitoring Report (PMR), the Supervision Plan (¶‎2.8), the Mid-Term Results Monitoring Meeting (¶‎2.9), and the Closing Preparation Meeting. The monitoring arrangements will be reviewed and, if necessary, updated, both at the Start-Up Plan Workshop. In addition, progress in complying with these arrangements will be monitored bi-annually based on portfolio reviews.
[bookmark: _Toc162354427]Responsibilities
Table 1 presents the Responsibility Assignment Matrix (RACI) associated with the monitoring of this program.
[bookmark: _Toc162354428]Table 1 – Responsibility Assignment Matrix
	Activity \ Role
	Responsible
	Accountable
	Consulted
	Informed

	1. Gathering information on the progress of the program
	EA
	EA
	IDB
	IDB

	2. Calculation of performance indexes
	EA
	EA / IDB
	IDB
	IDB

	3. Planning of corrective or preventive actions, including allocation of physical, technical, and financial resources
	EA
	EA / IDB
	IDB
	IDB

	4. Updating risks and performance indexes
	EA
	EA / IDB
	IDB
	IDB

	5. Preparation of semi-annual report
	EA
	EA
	IDB
	IDB

	6. Analysis of semi-annual report for decision-making
	EA
	IDB
	IDB
	IDB

	7. Supervision Plan review
	IDB
	IDB
	EA
	EA


EA = Executing Agency; IDB = Interamerican Development Bank
[bookmark: _Toc162354429]Methodology and tools
This section describes how the monitoring of the program will be carried out, distinguishing between outputs and results. Result (associated with the GO and the SO) and output indicators included in the program’s Results Matrix (RM) will be monitored (see Section III).
Output indicators will be monitored throughout program execution and will be recorded on a semi-annual basis in the corresponding PMR. For each disbursement request submitted to the IDB, BNDES will maintain records of: (i) information at the sub-loan level that allows the identification of financial conditions (term and rate), financial agent, and use of resources; (ii) delinquency rates (non-performing loans or overdue portfolio); and (iii) number of beneficiaries, including size, sector, and legal figure. BNDES is responsible for verifying the authenticity of this information within the context of its credit analysis process. The IDB will be entitled to verify information on individual loans, either directly or via consulting services.
[bookmark: _Ref151475856]Result indicators in most cases will only be measured at end-of-project (EOP). The team will follow-up on any situation that could jeopardize the fulfillment of development objectives represented by these indicators, including the EA’s capacity to monitor them. The methodology for monitoring result indicators will consist of the following: in coordination with the IDB, BNDES will collect and maintain all information necessary to report periodically on their evolution, either using its own internal control systems or via products developed with IDB complementary technical support activities independent of the program, as indicated in the RM. The information will be mainly related to characteristics of the sub-loans granted to final beneficiaries (at the portfolio and sub‑loan level) and their respective contribution to the achieved values reported.
Where monitoring of result indicators requires specific information that is not part of the standard credit application process (e.g., georeferenced land use), BNDES will commit to ensuring that the collection of required data from beneficiaries is viable and reliable. Depending on the number of beneficiaries, BNDES may submit data from a sample only, duly justified.
[bookmark: _Ref151463743]The Supervision Plan will include annual supervision activities to be carried out by the IDB. Its activities and scope will be adjusted to the current situation of the program with aim to maintaining or restoring the program status in the PMR at "satisfactory" and ensuring progress towards the fulfillment of the development objectives of the program.
[bookmark: _Ref151465008]The monitoring methodology also includes a Mid-Term Results Monitoring Meeting, expected to be held by the end of the second year of execution. The objective of the meeting is to agree on actions to be taken for the second half of program implementation, to maximize its chances of having a satisfactory ranking in the four core criteria of the Project Completion Report (PCR): relevance, effectiveness, efficiency, and sustainability. The main result of this meeting should be the Mid-Term Report, which includes actions recommended by the IDB and discussed with BNDES, and an agreement on which of these actions will be implemented.
[bookmark: _Ref161847510]The main monitoring tools associated to outputs include the Multiannual Execution Plan (PEP) and the Annual Operational Program (POA), the Financial Plan, and the RM. In addition, monitoring tools for both outputs and results include Semiannual Progress Reports and a Mid-Term Report. BNDES is responsible for submitting Semiannual Progress Reports to the IDB within 60 days of the end of each semester, the content of which is defined in the PMR and includes: physical and financial progress of outputs; progress of activities established in the POA; compliance with environmental and social safeguards; risk assessment; and updates of planning and monitoring tools, including the RM. As mentioned in ¶‎2.9, the Mid-Term Results Monitoring Meeting will produce a Mid-Term Report, including recommended actions to manage any risk that the program will not achieve its expected results in a relevant, efficient, and sustainable way, as well as a summary of the information from the Semiannual Progress Reports up to that point.
[bookmark: _Toc162354430]EVALUATION
[bookmark: _Toc162354431]Description
This section presents the evaluation plan, including relevant definitions of each indicator, existing knowledge about evidence of the intervention, main evaluation questions, and proposed methodology. The evaluation will assess the contribution of the program to the achievement of the proposed objectives, mainly through an analysis of its proposed indicators in the RM. To establish the plausible contribution of the program to observed outcomes (attribution), this analysis will incorporate quantitative and qualitative evidence and a theory of change review supported by relevant evidence of the effectiveness of similar interventions in comparable settings.
The project evaluation plan will consist of: (i) an analysis to verify the achievement of the proposed objectives and determine attribution (effectiveness analysis); (ii) an ex post economic analysis (efficiency analysis); and (iii) a qualitative analysis, including the main challenges, proposed solutions and recommendations, and lessons learned related to the achievement of results and the performance of the IDB and the EA. All of these will be reported at closure in accordance with the IDB guidelines for the PCR. Additionally, the results regarding BNDES from the Connectivity, Markets, and Finance Division (CMF) macro-level evaluation exploring the effects of public bank interventions over private sector financing will be included at the PCR.
[bookmark: _Toc106729403][bookmark: _Toc162354432]Existing knowledge
The program’s logic narrative is evidence-based since several studies support the proposed causal chain in similar interventions (earmarked credit loans) within the Brazilian reality or in comparable contexts (peers in Latin America). Following the credit constraints narrative, the improved access to external capital should contribute to increase beneficiaries’ total leverage[footnoteRef:3], and their possibilities to apply extra resources accessed towards productive investments[footnoteRef:4] that would contribute to them increasing economic activity, employment, and sales[footnoteRef:5]. By increasing their economic activity and their credit history, beneficiaries should also become less credit constrained[footnoteRef:6]. [3:  	Bonomo, M., et al., The After-Crisis Government-Driven Credit Expansion in Brazil: A Firm Level Analysis, Journal of International Money and Finance, Macroeconomic and financial challenges facing Latin America and the Caribbean after the crisis, 55: 111–34, 2015.]  [4:  	Cavalcanti, T., and Henrique Vaz, P., Access to Long-Term Credit and Productivity of Small and Medium Firms: A Causal Evidence, Economics Letters 150: 21–25, 2017.]  [5:  	Grimaldi, D., et al., Uma solução automatizada para avaliações quantitativas de impacto: primeiros resultados do MARVIm, BNDES Working paper 128, 2018.]  [6:  	Eslava, Marcela, Alessandro Maffioli, and Marcela Meléndez. 2012. “Second-Tier Government Banks and Access to Credit Micro-Evidence from Colombia,” IDB Working Paper Series, no. 308.] 

Micro evidence has shown that financially-constrained firms underperform vis-à-vis their unconstrained peers in terms of credit intake, production levels, total sales, and net profits[footnoteRef:7]. Thus, it should not be a surprise that such negative effects at the micro level have broader implications for overall growth rates in developing countries. In fact, existing literature suggests there is consensus about economic growth being associated with the maturity and extension of financial markets[footnoteRef:8].  [7:  	Banerjee, A., and Duflo, E., Do Firms Want to Borrow More? Testing Credit Constraints Using a Directed Lending Program, Review of Economic Studies 81 (2): 572–607, 2014.]  [8:  	Bekaert, G., et al., Does Financial Liberalization Spur Growth?, Journal of Financial Economics 77 (1): 3–55, 2005; Alfaro, L., et al., FDI and Economic Growth: The Role of Local Financial Markets, Journal of International Economics 64 (1): 89–112, 2004.] 

Specifically for Brazil, there is evidence that firms’ investment decisions are directly affected by the availability of short-term cash flows, which suggests access to external funds through bank loans is, at least to a certain level, scarce[footnoteRef:9]. This is consistent with the long-lasting and widely recognized feature of relatively short outreach of the Brazilian credit market. One way of evaluating this scarcity is by comparing Brazil’s credit to GDP ratio with that of countries that commit similar amounts of income towards debt service. According to data from the Bank of International Settlements (BIS) for 2022, Brazil’s debt-to-service ratio in the private sector is equivalent to 23% and its credit to GDP ratio is 85%. In countries with roughly the same debt-to-service ratio, credit represents 205% of GDP, in average, more than twice as much the outreach observed for Brazil[footnoteRef:10]. [9:  	Ambrozio, A., et al., “Credit Scarcity in Developing Countries: An Empirical Investigation Using Brazilian Firm-Level Data, EconomiA 18 (1): 73–87, 2017.]  [10:  	With a debt-to-service ratio between 20% and 26%, countries considered for this comparison were Canada, China, Denmark, France, Korea, Netherlands, Norway, Sweden, Switzerland, and Turkey.] 

[bookmark: _Toc162354433]Main evaluation question(s)
The proposed evaluation plan will answer the following questions:
· For the evaluation of effectiveness: (i) Did the program activities succeed in increasing the availability of financing for productive investments of MSME in the Amazon Region? and (ii) Did the expansion of access to financing contribute to promote the sustainable development of the Amazon Region by strengthening productivity and job creation among MSME?
· For the evaluation of efficiency: (i) What is the net present value of the benefits and costs of the program? and (ii) What is the ex-post internal rate of economic return and how does it compare to the discount rate of 12%, established by the IDB for economic analyses?
· For the qualitative analysis: (i) What were the main findings and recommendations resulting from the implementation of the program? and (ii) How did the IDB and BNDES perform throughout the different stages of program implementation?
[bookmark: _Toc162354434]Key result indicators and data sources
Proposed indicators were assessed considering data availability at the firm level and the EA’s capacity to fully oversee the effectiveness narrative associated with the program’s vertical logic. All indicators in the RM have been adapted to rely more on micro-level data (based on available information in BNDES’ own operational and evaluation systems). This is not a very common practice because this type of data is, typically, not publicly available. However, efforts have been made by the EA to present indicators that can reinforce a vertical logic where the causal link between products and results is stronger. Consequently, the discussion around attribution during program evaluation is expected to be more robust.
An EOP value of each SO and GO indicator (follow-up) will be reported against a baseline taken before program start. At the SO level, a direct effect of the program on BNDES’ portfolio is expected to take place once the IDB commits with the disbursement of the extra funding. Thus, the “before” is defined as the last available information before program approval (currently, December 2023). The “after” is defined as the last available information before the delivery of the PCR. At the GO level, the program will contribute to economic and social effects observed on beneficiaries of BNDES’ eligible sub-loans. Thus, the “before” is defined as the last available information before a new loan. The “after” is defined as the first available information after the expected timeframe for the impact on beneficiaries to materialize, established in the RM.
Output indicators. At the output level, the program proposes one indicator, Amount of program resources provided to finance credits for MSME in the Amazon Region, consistent with the single component of the program design. Specific allocations committed to women businesses and climate-positive investments will be monitored and will be a main input to assess related result indicators at the SO level. Data for the output indicator will be collected using BNDES own operational information systems and administrative records of the program, which allow for a transparent identification of each sub-loan supported by the program, disaggregating funds from the IDB and local counterpart. An additional output indicator, Diversity Policy Action Plan for Indigenous and quilombola populations, linked to a complementary TC (ATN/OC-18918-RG), will monitor and register the development of a guide containing guidelines and good practices regarding DG.
[bookmark: _Hlk151635106]SO indicators. As explained above, result indicators at the SO level will measure whether IDB funding (output) aids BNDES to expand its long-term productive credit towards MSME, with a focus on some particularly vulnerable groups. Six SO indicators are proposed, for which data will be collected using BNDES’ own operational information systems, based on pre-established eligibility conditions to be considered part of the relevant portfolio.
GO indicators. GO indicators are designed to track indirect effects from the expansion of BNDES’ credit outreach, if it is in fact able to alleviate the negative impacts caused by credit constraints. Three indicators are proposed at the GO level. The first two (I1 and I2) are based on data regularly informed by firms through annual surveys in Brazil, whose collection is also performed by BNDES regularly to sustain their internal evaluation systems. BNDES will collect high-frequency data about beneficiaries’ employment and cross-reference this information with sub-loan datasets to determine values at baseline (last year before the concession of a new loan) and EOP (first available data from the second year after the loan). Complementing these, this MEP proposes to collect data on one additional indicator (I3) linked to the concept of sustainable development, to round off the full impact narrative of the program and the causal relation between the SO level and all the key elements included in the GO.
Table 2 presents the list of result indicators (associated with the GO and the SO), their calculation methodology, sources of information, proposed attribution methodology, and the timeframe of the proposed evaluation and justification. The indicators listed in Table 2 constitute the variables of interest for the proposed evaluation. As established above (¶‎2.6), BNDES will be responsible for collecting the data necessary to monitor indicators, either from its own information systems or with IDB technical support activities independent of the program, and submit them to the IDB through periodic follow-up reports (¶‎2.10). Guidelines on how baseline and target values were established and updated for each indicator during preparation and implementation of the program will be clearly recorded in the program's RM and in IDB's internal systems.
REL#1 – BR-L1625
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[bookmark: _Toc162354435]Table 2 – Result indicators
	Indicator
	Calculation methodology
	Sources of information and responsible institution
	Attribution analysis
	Measurement timeframe
	Target justification

	General development objective: to promote the sustainable development of the Amazon Region, strengthening productivity and job creation among MSME.

	Indicator 1: Change in wage bill of MSME supported by the program compared to the control group
	Compares the evolution in wage bill of firms that receive financing against comparable firms that did not. This will be conducted using the MARVIm. Given the frequency of RAIS data disclosure and to comply with reporting timeframes required by the IDB, the analysis may be done using firms financed prior to the program start, provided they are part of the relevant portfolio. Because of the time needed to complete the proposed rigorous evaluation, the achievement for this indicator may not be possible to submit for the PCR.
Baseline: Zero, since companies expected to receive support and those in the control group are similar before the financing.
	BNDES’ R˗Automated Model for Impact Verification (MARVIm) with data from the Relação Anual de Informações Sociais (RAIS)
	With attribution: Evaluation using difference-in-difference (DiD) and controlling for selection bias with propensity score matching (PSM).
	2028.  Subject to the timeframe of disbursement realized, the expected cohort for the evaluation of firms in 2028 would be the period 2024-2025.
	Based on results obtained using the MARVIm in previous similar programs (19% in 2019-2020). Given that the reference value corresponds to financing granted during the COVID-19 emergency –effects have been observed to be higher during crises– and the focus on the Amazon Region, the value proposed is more conservative.

	Indicator 2: Change in annual employment of MSME supported by the program compared to the control group
	Compares the evolution in number of employees of firms that receive financing against comparable firms that did not. This will be conducted using the MARVIm. Given the frequency of RAIS data disclosure and to comply with reporting timeframes required by the IDB, the analysis may be done using firms financed prior to the program start, provided they are part of the relevant portfolio. Because of the time needed to complete the proposed rigorous evaluation, the achievement for this indicator may not be possible to submit for the PCR.
Baseline: Zero, since companies expected to receive support and those in the control group are similar before the financing.
	BNDES’ MARVIm with data from RAIS.
	With attribution: Evaluation using DiD and controlling for selection bias with PSM.
	2028.  Subject to the timeframe of disbursement realized, the expected cohort for the evaluation of firms in 2028 would be the period 2024-2025.
	Based on results obtained using the MARVIm in previous similar programs (7% in 2019-2020, between 4,6% and 5,8% in 2014-2017, between 7.9% and 9.6% in 2007-2009). Given the program focus on the Amazon Region, the lowest observed value is proposed.

	Indicator 3:  Change in program beneficiaries’ land area affected by deforestation
	Uses georeferencing with public satellite imaging data to identify changes with regards to deforestation in total area of land or forests where rural credit was provided, using location information from a sub-sample of beneficiaries of rural credit supported by the program at least 1 year after disbursement, ensuring selection criteria for the sample does not generate bias. A positive change is considered a year-on-year (y/y) % reduction of deforested area (negative value). This is assumed to be linked to sustainable investments financed with rural credit.
Baseline: Average y/y change observed for the total Amazon Region in the prior 4- year period ((+7.1% in 2020, +20.2% in 2021, -11.1% in 2022 and -22.3% in 2023), as per most recent available data from PRODES (Satellite Monitoring of Deforestation in the Legal Amazon), an initiative of the National Institute for Space Research (INPE) that tracks deforestation in the Legal Amazon.
	Expected product from IDB’s Technical Cooperation (TC) support complementary to program funding.
Baseline and target values are reference values only and will be updated once more accurate information on beneficiaries’ location is available in later stages of preparation until start-up plan.
	Without attribution: before-and-after, qualitative analysis, operational and other evidence-based
	2029. Analysis will include a sub‑sample of beneficiaries of rural credit supported by the program at least 1 year after disbursement
	Same as best result observed since 2019.

	Specific development objective 1: to increase the availability of financing for productive investments of MSME in the Amazon Region.

	Result 1: Value of the productive finance portfolio for MSME in the Amazon Region under eligible credit lines (relevant portfolio)
	Measures the balance (outstanding) of the relevant portfolio, defined as indirect operations (second-tier) across all states of the Amazon Region including only eligible financing lines under existing BNDES products, namely, BNDES Finame, BNDES Automatico (excluding exclusive working capital financing), Cartao BNDES, and Credito Rural.
Baseline: Value as of December 2023 for eligible BNDES products across states of the Amazon Region. 
	BNDES’ monitoring reports based on their operational information systems
	Without attribution: before-and-after, qualitative analysis, operational and other evidence-based
	End-of-Project (EOP), last available information before the delivery of the PCR
	An increase over the baseline value by an amount equivalent to program resources (US$900 million) converted to R$, using an exchange rate of 4.8407 R$ per US$ (BACEN's PTAX Bid exchange rate, 12/29/2023): US$0.9 billion = R$4.3 billion. At program closure, this value will be updated with the actual R$ amount disbursed using the effective US$/R$ exchange rate used for each IDB loan disbursement according to BACEN's PTAX Bid exchange rate.

	Result 2: Percentage of long-term credit (more than 60 months) in the relevant portfolio
	Long-term is defined as more than 60 months, based on the characteristics of the local credit market.
Baseline: Value as of December 2023 for eligible BNDES products across states of the Amazon Region.
	BNDES’ monitoring reports based on their operational information systems
	Without attribution: before-and-after, qualitative analysis, operational and other evidence-based
	EOP, last available information before the delivery of the PCR
	Maintain the baseline, since it is considered an achievement to be able to sustain such a high share over a portfolio expected to increase over 23% (from R$18 to R$22 billion) within the Amazon region. As a reference, the tenor of BNDES credit to MSME in Brazil is in average 2.5 times longer than the market (65.4 months versus 26 months between 2012 and 2018)[footnoteRef:11]. [11:  Barbosa, R., et al., O BNDES e as micro, pequenas e médias empresas, BNDES, 2019.] 


	Result 3: Share of program resources provided to finance credits for women businesses
	[bookmark: _Hlk161845259]Pro-gender indicator. The program will work with a definition of women business under two scenarios, aligned with best practices: (a) >51% woman/women-owned, or (b) ≥ 20% woman/women-owned; and (i) has ≥ 1 woman as Chief Executive Officer/Chief Operating Officer/President/Vice President/Manager; and (ii) has ≥ 30% of the board of directors composed of women, when such a board exists. In the case of individuals, a woman business will be defined based on the person’s sex: woman.
Baseline: Based on the current share quantified for a simulated program portfolio built upon existing portfolio of eligible BNDES products across states of the Amazon Region, although the indicator refers only to resources from the program (ring-fencing).
	BNDES’ monitoring reports based on program portfolio information at the sub-loan level
	Without attribution: before-and-after, qualitative analysis, operational and other evidence-based
	EOP, last available information before the delivery of the PCR
	Based on allocation commitments to finance women businesses, relative to total program financing. A target is proposed to increase the reference value

	Result 4: Share of program resources provided to finance credits for climate-positive credits
	[bookmark: _Hlk161845315]The program will define climate-positive credit as that granted under Renovagro program and within the scope of the Sustainability Taxonomy Methodology of BNDES, which is aligned with climate change initiatives and with the Green Economy and Transition approach, all of which are included under eligible BNDES products.
Baseline: Based on the current share quantified for a simulated program portfolio built upon existing portfolio of eligible BNDES products across states of the Amazon Region, although the indicator refers only to resources from the program (ring-fencing).
	BNDES’ monitoring reports based on relevant portfolio information at the sub-loan level
	Without attribution: before-and-after, qualitative analysis, operational and other evidence-based
	EOP, last available information before the delivery of the PCR
	Based on allocation commitments to finance climate-positive credit, relative to total program financing. A target is proposed to increase the reference value.

	Result 5:  Share of relevant portfolio granted to beneficiaries that adopt sustainable practices or technologies
	Measures the balance (outstanding) of the portfolio of credit for beneficiaries that adopt sustainable practices or technologies at program completion, as a share of total portfolio of eligible BNDES products. Sustainable practices or technologies are defined as those associated to use of funds from credit categorized as climate-positive (see Result 4), i.e., indicator accounts for credits disbursed to beneficiaries screened using environmental criteria.
Baseline: Value as of December 2023 for eligible BNDES products across states of the Amazon Region.
	BNDES’ monitoring reports based on relevant portfolio information at the sub-loan level
	Without attribution: before-and-after, qualitative analysis, operational and other evidence-based
	EOP, last available information before the delivery of the PCR
	Based on projections on the entire relevant portfolio considering allocation commitments to finance climate-positive credit. A target value is proposed assuming that an increasing trend will be prompted by the program. Because this indicator is portfolio-based, baseline and target values are relatively small, but the latter is considered ambitious, nonetheless.

	Result 6: Share of relevant portfolio granted to beneficiaries in vulnerable municipalities
	Measures the volume of credit granted in municipalities with a Human Development Index (HDI) below the national average at the time of credit origination, as a share of the total portfolio of eligible BNDES products. The analysis will use information available for municipal HDI for which frequency of disclosure is relatively low. Thus, HDI values used may not be current.
Baseline: Based on the average annual share for the existing portfolio of credit granted under the eligible BNDES products across states of the Amazon Region in the period 2020-2023.
	BNDES’ monitoring reports based on program portfolio information at the sub-loan level
	Without attribution: before-and-after, qualitative analysis, operational and other evidence-based
	EOP, last available information before the delivery of the PCR
	An increase over the reference value is proposed as target, which given its relatively high value is considered ambitious but realistic.





[bookmark: _Toc162354436]Evaluation methodology
[bookmark: _Ref131763019]Evaluation of achievement of results. The proposed methodology combines two elements: (i) an estimation based on quasi-experimental techniques generally used by BNDES’ MARVIm model[footnoteRef:12], including propensity score matching (PSM) with differences in differences (DID) methodology to control for heterogeneity between treated and control firms, eliminate selection biases and identify a causal effect, to assess the impact of the program on employment and wage bill (job creation); and (ii) a before-and-after analysis, which measures values before program start and after program closure, supported by evidence, to assess the level of achievement of indicators related to sustainable and productive land-use. [12:  	Grimaldi, D., et. al, Uma solução automatizada para avaliações quantitativas de impacto: primeiros resultados do MARVIm, 2018.] 

Designing a MEP to measure results at the micro level is not a trivial task. Data at the firm level is not scarce in Brazil, but access to it is very restricted. For instance, employment data can be observed in the Relação Anual de Informações Sociais (RAIS), a mandatory employer-employee annual survey conducted by the Brazilian Ministry of Labor. However, the use of secondary administrative databases to obtain firm-level data is not feasible for all GO indicators. Furthermore, frequency of disclosure remains a challenge, as data required to properly evaluate observable impacts for the entire program (until closing) would only be available after the timeframes required by the IDB for reporting results. Thus, proposing this type of evaluation based on secondary sources is considered convenient only for I1 and I2, provided cohorts used for the purposes of the evaluation will not necessarily match the program’s execution period.
Design of the PSM with DID methodology. For the MARVIm-based proposed quasi‑experimental methodology, data at the firm level from RAIS will be used. For transactions in a given portfolio to be analyzed, RAIS data is available only for the prior year and it is considered that impacts could only be measurable at least one year after the financing was granted. In consequence, the impact evaluation proposed will be carried out using data from beneficiary firms in the relevant portfolio that may have been financed prior to the program. Subject to the actual timeframe of disbursements, the expected cohort for the evaluation of firms in 2028 would be the period 2024-2025. This is deemed appropriate, as program resources will be used to fund existing products without changing their conditions. The variables of interest will be the variation in wage bill and employment in relation to the previous year. The methodology is capable of correcting bias in two steps. Initially, the propensity score vector is estimated from the observable variables that can determine BNDES treatment, and the untreated observation with the nearest propensity score is matched with each treated unit. Two techniques are used to match each beneficiary to a non-beneficiary on propensity score: (i) nearest neighbor matching, estimating a regression on the variation of the variable of interest as the dependent variable; and (ii) weighted least squares, to attribute a weight factor to each observation as a function of the estimated propensity score. This procedure allocates observations in treatment and control groups. Next, the trajectory of each of these groups (treatment and control) is compared using regression (estimated coefficients, confidence interval and level of significance obtained for each regression of the effects). In other words, after identifying the control group through PSM, the effect of the program is estimated using DID, by calculating the conditional differences of the parameters of interest (employment and wage bill) between the two groups at each point in time (before and after treatment). It is worth noting that, since the treatment period is different for each beneficiary, this analysis will rely on different treatment cohorts. Growth indexes will be calculated for each cohort, and then aggregated on a stacked weighted average, with the value of the portfolio in each cohort serving as weight. This methodology allows for exploring possible heterogeneous effects in the multiple treatment periods.
Ex-post economic analysis. An economic analysis will evaluate the economic gains produced by the program by calculating the net benefits associated with the investments made by beneficiary MSME with credit granted under the program, measured by observed incremental wage bill of supported MSME and the impact of agricultural credit in value added at the municipal level. The loan proposal seeking approval presents an ex-ante cost-benefit analysis, which will be the basis for developing the ex-post analysis, updating key assumptions with verified data on beneficiaries, where possible.
Qualitative analysis. A critical review will be performed on the program's vertical logic or theory of change during preparation, implementation, and completion. The evaluation team will gather all operational information available for the program, as well as perceptions of key stakeholders regarding the plausible contribution of the program to the results achieved. 
[bookmark: _Toc162354437]Complementary evaluations
Any other relevant evaluation involving objectives other than those listed in the evaluation questions, different techniques than those described above, or longer timeframes for completion, may be proposed by BNDES during execution, although its realization and financing will not be included in this MEP.
On the topic of the effects of public bank’s credit intervention over private sector financing (crowding-in/crowding-out effects), CMF is currently designing an econometric study at a macro-level to statistically demonstrate that credit supply by public banks in the region does not have a significant crowding-out effect. It is focused on an institutional level, considered most pertinent to the topic. The model is yet to be developed, but the BNDES will be included among the institutions in this study, which is expected to begin by the end of 2024 and the beginning of 2025. Although this exercise is independent of the project, it is closely linked to CMF’s commitment to strengthening the evidence around using global credit mechanisms with the public banks as complementary to private sector financing, thus not incurring crowding-out effects. 
While the project proposed impact evaluation -focused at a micro level for the project’s impact at the final beneficiary level- does not incorporate the analysis for crowding-in/out effects, in agreement with BNDES, the result of the study for the BNDES case will be incorporated at the project’s PCR to present together both the impact evaluation and the macro analysis to have a more complete picture of the program’s impact and contributions. It should be highlighted that BNDES' catalytic role in crowding in the private sector (i.e., to increase levels of private investment in support of their own financing programs) is among their institutional objectives.
[bookmark: _Toc162354438]Reporting
BNDES will submit a Final Report to the IDB after program closure, up to six months from the date of the last disbursement. In addition to compiling information from previously submitted Semiannual Progress Reports, the Final Report should include a self-assessment of the overall performance of BNDES, and lessons learned, documenting as best as possible the findings described therein, the evaluation arrangements implemented and their results.
In coordination with BNDES, the IDB will prepare and approve the PCR within six months of the last disbursement of the program. The PCR records the performance evaluation of IDB programs once the execution phase concludes. It is carried out by the unit responsible for the program within the IDB as a form of self-evaluation and it is IDB's main instrument to document the tangible results of its programs and to disseminate lessons learned from the experience. Semiannual, Mid-Term and Final Reports submitted by BNDES will constitute the main source of information for the PCR.
[bookmark: _Toc162354439]WORK PLAN AND BUDGET
[bookmark: _Ref129366616]BNDES Funding Department will be responsible for coordinating the program with the IDB, and MEP activities will be carried out with support from its Departments of Operations, Digital Channels, and Evaluation and Promotion of Effectiveness. All activities necessary for this MEP will be carried out using internal resources from the institutions involved. BNDES will be responsible for carrying out monitoring activities and presenting timely information on implementation of the program and progress of its indicators, through the preparation and submission of periodical reports as described above. The IDB will coordinate records of monitoring reports in IDB’s internal systems and ensure proper implementation of this MEP.
The IDB will also be responsible for any supervision visits required to monitor program activities. This could be done in the context of administrative missions with the goal of examining the progress of the program and dealing with specific issues identified. Finally, throughout program execution, BNDES will submit annual financial statements of the program to the IDB for the completion of each corresponding financial audit, under the terms established in the general conditions of the loan proposal.
BNDES and the IDB will jointly be responsible for implementing the program’s evaluation. BNDES will use internal resources to support data collection activities and to produce the monitoring reports previously described, while the analysis at closure and preparation of the Final Report and PCR will be under the shared responsibility of BNDES and the IDB. Table 3 summarizes the work plan of key monitoring and evaluation activities, and their respective indicative budget.


[bookmark: _Toc162354440]Table 3. Monitoring and evaluation activities workplan and budget
	Activities / key monitoring products by activity
	Time of activity start
	Responsible entity
	Source of financing
	Indicative cost (US$)

	Activity related to monitoring

	Start-up Plan
	Program eligibility
	IDB
	IDB’s operational budget
	5.000

	Monitoring missions or visits[footnoteRef:13] [13:  Does not include travel/per diem expenses for IDB staff who must travel from headquarters. Monitoring meetings may be held remotely. In case of travel, expenses will be covered by the IDB.] 

	Year 1
	EA, IDB
	IDB’s operational budget
	5.000

	Financial audits
	Year 1 
	EA
	BNDES’ operational budget
	100.000

	Mid-Term Results Monitoring Meeting / Mid-Term Report
	End of the second year of execution
	EA, IDB
	BNDES’ operational budget
	10.000

	Closing Preparation Meeting
	Program closing
	IDB
	IDB’s operational budget
	5.000

	Subtotal Monitoring
	125.000

	Activity related to evaluation

	Evaluation (DID and before-and-after)
	
	
	
	

	Data collection
	Year 1
	EA
	BNDES’ operational budget
	25.000

	Data analysis
	Year 1
	EA, IDB
	BNDES’ operational budget
	40.000

	Final Report
	Year 1
	EA, IDB
	BNDES’ operational budget
	10.000

	Qualitative Evaluation
	Program closing
	IDB with support from consultants
	IDB’s transactional or TC funds, independent of the program
	7.000

	Ex-post Economic Evaluation
	Program closing
	IDB with support from consultants
	IDB’s transactional or TC funds, independent of the program
	10.000

	Project Completion Report (PCR)
	Program closing
	IDB with support from consultants
	IDB’s transactional or TC funds, independent of the program
	18.000

	Subtotal Evaluation
	110.000

	Total costs of Monitoring and Evaluation activities
	235.000








[bookmark: _Toc162354441]Annex 1 – Costs by component (US$ million)
	[bookmark: _Hlk100085902]Products
	Year 1
	Year 2
	Year 3
	Year 4
	Total

	Single Component: Funding for Productive Investment Operations of MSME in the Amazon Region
	
	
	
	
	

	Product 1: Amount of program resources provided to finance credits for MSME in the Amazon Region
	226
	226
	226
	222
	900

	Cost
	226
	226
	226
	222
	900


[bookmark: _Toc131766668]Note: Administration costs are not included as a line item, as these will be covered by BNDES with its own resources. 

ANNEX II

RESULTS MATRIX

	Project Objective
	The Specific Development Objective (SDO) is to increase the availability of financing for productive investments of Micro, Small and Medium Enterprises (MSME) in the Amazon Region. The program’s General Development Objective (GDO) is to promote the sustainable development of the Amazon Region, strengthening productivity and job creation among MSME. 



GENERAL DEVELOPMENT OBJECTIVE
	Indicators
	Unit of measurement
	Baseline value
	Baseline year
	Expected year for achievement
	Target
	Means of verification
	Comments

	General development objective: to promote the sustainable development of the Amazon Region, strengthening productivity and job creation among MSME

	Indicator 1: Change in wage bill of MSME supported by the program compared to the control group.
	%
	0
	2023
	2028
	8
	BNDES’ R˗Automated Model for Impact Verification (MARVIm) with data from the Relação Anual de Informações Sociais (RAIS)
	Compares the evolution in wage bill of firms that receive financing against comparable firms that did not. This will be conducted using the MARVIm. Given the frequency of RAIS data disclosure and to comply with reporting timeframes required by the IDB, the analysis may be done using firms financed prior to the program start, provided they are part of the relevant portfolio (see MEP for details on methodology and temporality). Because of the time needed to complete the proposed rigorous evaluation, the achievement for this indicator may not be possible to submit for the PCR.
Baseline: Zero, since companies expected to receive support and those in the control group are similar before the financing.
Target: Based on results obtained using the MARVIm in previous similar programs (19% in 2019-2020). Given that the reference value corresponds to financing granted during the COVID-19 emergency –effects have been observed to be higher during crises– and the focus on the Amazon Region, the value proposed is more conservative.

	Indicator 2: Change in annual employment of MSME supported by the program compared to the control group.
	%
	0
	2023
	2028
	4
	BNDES’ MARVIm with data from RAIS
	Compares the evolution in number of employees of firms that receive financing against comparable firms that did not. This will be conducted using the MARVIm. Given the frequency of RAIS data disclosure and to comply with reporting timeframes required by the IDB, the analysis may be done using firms financed prior to the program start, provided they are part of the relevant portfolio (see MEP for details on methodology and temporality). Because of the time needed to complete the proposed rigorous evaluation, the achievement for this indicator may not be possible to submit for the PCR.
Baseline: Zero, since companies expected to receive support and those in the control group are similar before the program.
Target: Based on results obtained using the MARVIm in previous similar programs (7% in 2019-2020, between 4.6% and 5.8% in 2014-2017, between 7.9% and 9.6% in 2007-2009). Given the program focus on the Amazon Region, the lowest observed value is proposed.

	Indicator 3: Change in program beneficiaries’ land area affected by deforestation.

	%
	-1.5
	2023
	2029
	-22
	Expected product from IDB’s Technical Cooperation (TC) support complementary to program funding
	Uses georeferencing with public satellite imaging data to identify changes with regards to deforestation in total area of land or forests where rural credit was provided, using location information from a sub-sample of beneficiaries of rural credit supported by the program at least 1 year after disbursement, ensuring selection criteria for the sample does not generate bias. A positive change is considered a year-on-year (y/y) % reduction of deforested area (negative value). This is assumed to be linked to sustainable investments financed with rural credit, herein defined as credit granted under eligible BNDES products, namely, BNDES Finame, BNDES Automatico (excluding exclusive working capital financing), Cartão BNDES, and Credito Rural BNDES to rural sector MSMEs identified through the National Register of Economic Activities (CNAE) as specified in the OR. Given the expected timeframes between credit disbursement and observable potential impacts with available data, an analysis of the achievement for this indicator may not be possible to submit for the PCR.
Baseline: Average y/y change observed for the total Amazon Region in the prior 4-year period ((+7.1% in 2020, +20.2% in 2021, -11.1% in 2022 and -22.3% in 2023), as per most recent available data from PRODES (Satellite Monitoring of Deforestation in the Legal Amazon), an initiative of the National Institute for Space Research (INPE) that tracks deforestation in the Legal Amazon. .
Target: Same as best result observed since 2019.
Baseline and target values are reference values only and will be updated once more accurate information on beneficiaries’ location is available in later stages of preparation until start-up plan.




SPECIFIC DEVELOPMENT OBJECTIVES[footnoteRef:14] [14:  	Specific development objective Results 1, 2, 5 and 6 are portfolio-based (i.e., they are monitored on overall relevant portfolio). Results 3 and 4 only cover sub-loans financed and justified with program resources.] 

	Indicators
	Unit of measurement
	Baseline value
	Baseline year
	End of project
	Means of verification
	Comments

	Specific development objective 1: to increase the availability of financing for productive investments of MSME in the Amazon Region.

	Result 1: Value of the productive finance portfolio for MSME in the Amazon Region under eligible credit lines (relevant portfolio).
	R$ billion
	18
	2023
	22.3
	BNDES’ monitoring reports based on their operational information systems
	Measures the balance (outstanding) of the relevant portfolio, defined as indirect operations (second-tier) across all states of the Amazon Region including only financing lines under eligible BNDES products, namely, BNDES Finame, BNDES Automatico (excluding exclusive working capital financing), Cartao BNDES, and Credito Rural BNDES.
Baseline: Value as of December 2023 for eligible BNDES products across states of the Amazon Region. 
Target: An increase over the baseline value by an amount equivalent to program resources (US$900 million) converted to R$, using an exchange rate of 4.8407 R$ per US$ (BACEN's PTAX Bid exchange rate, 12/29/2023): US$0.9 billion = R$4.3 billion. At program closure, this value will be updated with the actual R$ amount disbursed using the effective US$/R$ exchange rate used for each IDB loan disbursement according to BACEN's PTAX Bid exchange rate.

	Result 2: Percentage of long-term credit (more than 60 months) in the relevant portfolio.
	%
	80
	2023
	80
	BNDES’ monitoring reports based on their operational information systems
	Long-term is defined as more than 60 months, based on the characteristics of the local credit market.
Baseline: Value as of December 2023 for eligible BNDES products across states of the Amazon Region.
Target: Maintain the baseline, since it is considered an achievement to be able to sustain such a high share over a portfolio expected to increase over 23% (from R$18 to R$22 billion) within the Amazon Region. As a reference, the tenor of BNDES credit to MSME in Brazil is in average 2.5 times longer than the market (65.4 months versus 26 months between 2012 and 2018)[footnoteRef:15]. [15:  	Barbosa, R., et al., O BNDES e as micro, pequenas e médias empresas, BNDES, 2019.] 


	Result 3: Share of program resources provided to finance credits for women businesses.
	%
	21.9
	2023
	30
	BNDES’ monitoring reports based on program portfolio information at the sub-loan level
	Pro-gender indicator. The program will work with a definition of women business under two scenarios, aligned with best practices: (a) >51% woman/women-owned, or (b) ≥ 20% woman/women-owned; and (i) has ≥ 1 woman as Chief Executive Officer/Chief Operating Officer/President/Vice President/Manager; and (ii) has ≥ 30% of the board of directors composed of women, when such a board exists. In the case of individuals, a woman business will be defined based on the person’s sex: woman.
Baseline:  Based on the current share quantified for a simulated program portfolio built upon existing portfolio of eligible BNDES products across states of the Amazon Region, although the indicator refers only to resources from the program (ring-fencing).
Target: Based on allocation commitments to finance women businesses, relative to total program financing. A target is proposed to increase the reference value.

	Result 4: Share of program resources provided to finance climate-positive credits. 
	%
	10*
	2023
	20
	BNDES’ monitoring reports based on relevant portfolio information at the sub-loan level
	The program will define climate-positive credit as that granted under Renovagro program and within the scope of the Sustainability Taxonomy Methodology of BNDES, which is aligned with climate change initiatives and with the Green Economy and Transition approach, all of which are included under eligible BNDES products.
Baseline: Based on the current share quantified for a simulated portfolio built upon existing portfolio of eligible BNDES products across states of the Amazon Region, although the indicator refers only to resources from the program (ring-fencing). * As BNDES has recently defined climate positive credit, the baseline is artificial, identified by simulating a share of the existing BNDES portfolio that would comply with the present definition. The indicator will track specifically program resources.
Target: Based on allocation commitments to finance climate-positive credit, relative to total program financing. A target is proposed to increase the reference value.

	Result 5: Share of relevant portfolio granted to beneficiaries that adopt sustainable practices or technologies.
	%
	5
	2023
	10
	BNDES’ monitoring reports based on relevant portfolio information at the sub-loan level
	Measures the balance (outstanding) of the portfolio of credit for beneficiaries that adopt sustainable practices or technologies at program completion, as a share of total portfolio of eligible BNDES products. Sustainable practices or technologies are defined as those associated with the use of funds from credit categorized as climate-positive (see Result 4), i.e., indicator accounts for credits disbursed to beneficiaries screened using environmental criteria. 
Baseline: Value as of December 2023 for eligible BNDES products across states of the Amazon Region.
Target: Based on projections on the entire relevant portfolio considering allocation commitments to finance climate-positive credit. A target value is proposed assuming that an increasing trend will be prompted by the program. Because this indicator is portfolio-based, baseline and target values are relatively small, but the latter is considered ambitious, nonetheless.

	Result 6: Share of relevant portfolio granted to beneficiaries in vulnerable municipalities.
	%
	60
	2023
	70
	BNDES’ monitoring reports based on program portfolio information at the sub-loan level
	Measures the volume of credit granted in municipalities with a Human Development Index (HDI) below the national average at the time of credit origination, as a share of the total portfolio of eligible BNDES products. The analysis will use information available for municipal HDI for which frequency of disclosure is relatively low. Thus, HDI values used may not be current.
Baseline: Based on the average annual share for the existing portfolio of credit granted under the eligible BNDES products across states of the Amazon Region in the period 2020-2023.
Target: An increase over the reference value is proposed as target, which given its relatively high value is considered ambitious but realistic.



PRODUCTS[footnoteRef:16] [16:  	Costs of Product 2, Diversity Policy Action Plan for indigenous and quilombola populations, are considered zero as these will be covered with funds from ATN/OC‑18918‑RG (2021 | US$350,000 | Client Support).] 

	Indicators
	Unit of measurement
	Baseline value
	Baseline year
	Year 1
	Year 2
	Year 3
	Year 4
	End of project
	Means of verification
	Comments

	Single Component: Funding for Productive Investment Operations of MSME in the Amazon Region (US$900 million)

	Product 1: Amount of program resources provided to finance credits for MSME in the Amazon Region.
	US$ million
	0
	2023
	226
	226
	226
	222
	900
	BNDES’ operational information systems
	Annual amount of program funds disbursed to eligible beneficiaries. End-of-project value is cumulative. Evidence for each disbursement linked to this indicator will specify the number of beneficiaries financed with program resources.

	Product 2: Diversity Policy Action Plan for Indigenous and quilombola populations.
	Number
	0
	2023
	0
	1
	0
	0
	1
	Expected product from IDB’s RG-T3855 support complementary to program funding
	Pro-diversity indicator: Development of a Guide with the Diversity Policy Action Plan that will contain guidelines and good practices to promote diversity, with a focus on Indigenous and quilombola populations. Product to be financed via TC, in line with the CRF's technical note related to a diversity parallel logic.
End-of-project value will be accounted for once the guide with the diversity policy action plan is finished.




